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7 CFR Ch. XVIII (1–1–08 Edition) §§ 1951.873–1951.876 

§§ 1951.873–1951.876 [Reserved] 

§ 1951.877 Loan agreements. 
(a) A loan agreement will have been 

executed by the RDLF intermediary 
and OCS or HHS for each loan. The 
loan agreement ordinarily would con-
tain the following provisions: 

(1) The amount of the loan. 
(2) The interest rate. 
(3) The term and repayment schedule. 
(4) The provisions for late charges. 
(5) Provisions regarding default. 
(6) Disbursement procedure. 
(7) Insurance requirements. 
(i) Hazard insurance with a standard 

mortgage clause naming the inter-
mediary as beneficiary will be required 
on every ultimate recipient in an 
amount that is at least the lesser of 
the depreciated replacement value of 
the property being insured or the 
amount of the loan. Hazard insurance 
includes fire, windstorm, lightning, 
hail, business interruption, explosion, 
riot, civil commotion, aircraft, vehicle, 
marine, smoke, builder’s risk, public li-
ability, property damage, flood or 
mudslide, or any other hazard insur-
ance that may be required to protect 
the security. The RDLF intermediary’s 
interest in the insurance ordinarily 
will be assigned to the FmHA or its 
successor agency under Public Law 103– 
354. 

(ii) Ordinarily, life insurance, which 
may be decreasing term insurance, is 
required for the principals and key em-
ployees of the ultimate recipient and 
will be assigned or pledged to the 
RDLF intermediary and subsequently 
to FmHA or its successor agency under 
Public Law 103–354. A schedule of life 
insurance available for the benefit of 
the loan will be included as part of the 
application. 

(iii) Workmen’s compensation insur-
ance on ultimate recipients is required 
in accordance with State law. 

(iv) The RDLF intermediary is re-
sponsible for determining if an ulti-
mate recipient is located in a special 
flood or mudslide hazard area anytime 
Federal funds are involved. If the ulti-
mate recipient is in a flood or mudslide 
area, then flood or mudslide insurance 
must be provided. 

(b) The RDLF intermediary will 
agree: 

(1) Not to make any changes in the 
RDLF intermediary’s articles of incor-
poration, charter or bylaws without 
the concurrence of FmHA or its suc-
cessor agency under Public Law 103– 
354. 

(2) Not to make a loan commitment 
to an ultimate recipient without first 
receiving FmHA or its successor agen-
cy under Public Law 103–354’s written 
concurrence in the proposed use of loan 
funds. 

§§ 1951.878–1951.880 [Reserved] 

§ 1951.881 Loan servicing. 
(a) These regulations do not negate 

contractual arrangements that were 
previously made by the HHS, Office of 
Community Services (OCS), or the 
intermediaries operating relending pro-
grams that have already been entered 
into with ultimate recipients under 
previous regulations. preexisting docu-
ments control when in conflict with 
these regulations. The loan is governed 
by terms of existing legal documents of 
each intermediary. The RDLF/IRP 
intermediary is responsible for compli-
ance with the terms and conditions of 
the loan agreement. 

(b) Each intermediary will be mon-
itored by FmHA or its successor agen-
cy under Public Law 103–354 based on 
progress reports submitted by the 
intermediary, audit findings, disburse-
ment transactions, visitations, and 
other contract with the intermediary 
as necessary. 

(c) Loan servicing is intended to be 
preventive rather than a curative ac-
tion. Prompt followup on delinquent 
accounts and early recognition of po-
tential problems and pursuing a solu-
tion to them are keys to resolving 
many problem loan cases. 

(d) Written notices on payments com-
ing due will be prepared and sent to the 
intermediary by the FmHA or its suc-
cessor agency under Public Law 103–354 
Finance Office approximately 15 days 
in advance of the due date of the pay-
ments. A copy of the notice will be sent 
to the FmHA or its successor agency 
under Public Law 103–354 Adminis-
trator or designee. 

(e) If the scheduled payment is not 
made by the intermediary within 30 
days after the due date of the payment, 
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